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POLITICAL AND SOCIOLOGICAL 


NAKASONE'S CONCEPT OF NATIONAL SECURITY ANALYZED 
Tokyo USHIO in Japanese Jun 83 pp 80-89 


[Article by ASAHI research staff member Kiyofuku Chuma: "Yasuhiro Nakasone 
and the Smell of War"] 


[Text] A Man Ungovernable According to Documents Left Behind 


Kunio Yanagita persisted in rejecting history that was interpreted solely 
on the basis of documents left behind. For someone whose profession is 
writing, it is easy to say that this would be truly difficult to do. 
Regrettably, it is a simple example, but such are the words and deeds of 
politicians. Whether living or dead, the speeches and acts of the current 
politicians in Japan, however trivial, have been recorded and documented 

in this flourishing age of mass communications. And now, the people in 
question, or rather those eras, are being reconstructed solely through such 
documents. In extreme cases, these have come to exert authority as part of 
history. Here, the lessons of Kunio Yanagita have not been well employed. 


Prime Minister Yasuhiro Nakasone is no exception. The boy from a homely 
wood house in the city of Takasaki, Gumma Prefecture, graudated from Tokyo 
Imperial University, entered the Ministry of Home Affairs, and later greeted 
the war's end as a naval officer. Timid and honset at heart, Nakasone, who 
was stunned by the instant torrent, could not clerverly ride with the flow 
of the times. 


This backward youth, so to speak, acquired the passport of a Diet member 
nevertheless, but somehow was unable to obtain the license of the pro- 
American = conservative mainstream. The story of the hardships for several 
years after that until he won the post of prime minister is solely a 

record of the vacillating words and deeds of Nakasone, which, condensed into 
one word, were entirely those of a weathercock. 


People smile coldly at these weatehrcock-like vacillating words and deeds 

of Nakasone. However, for Nakasone, who was obliged to take bypaths and who 
was aiming at the post of prime minister, there was no other :‘ethod than to 
sensitively perceive the flow of the time and move promptly in accordance 
with it. No one has reason to censure that. 








However, the tracks left by Nakasone in a political sense are a nile of 
corpses. Though not going so far as to term them impulses of the time, 
certainly many of his words and deeds have been filled with contradictions, 
on which he does not want to look back. In the case of such a person, 
there is no greater danger than to have people, actions, and history 
respectively governed solely by the documents left behind. 


There is a reason for the lengthy enumeration of apologies in the opening 
paragraphs above. A portion of "The Defense of Japan and Internal Politics," 
(San*ichi Shobo publication) by the respected Hideo Oluma, assistant 
professor at Tohoku University, is unacceptable, and it is considered 
inaccurate from the standpoint that it does not approach Nakasone's 
perception of the Security Treaty. Therefore, this article will first 
introduce and critique a portion of Okuma's thesis and will put Nakasone's 
view of the Security Treaty on the chopping block in the form taken from 
that. 


The "Nakasone Concept" as Viewed in the Okuma Thesis 
Okuma says: 


"In the Nakasone concept, several restrictions clearly have been added 

to the military system of Japan. For example, the retention of Article 9 of 
the constitution, the prohibitions on sending troops overseas and a 
conscription system, the three non-nuclear principles, and the emergency 
stationing of U.S. forces in this sense can be intertpreted as an attempt 
by means of rationalization according to a clear system of strategy to 
apply specific brakes to military expansion dispensed in installments and 
actually ratified. Consequently, Nakasone is perplexed by the fierce 
theories of several foreign countries about Japan's revival of militarism 
as regards the Fourth Defense Buildup, and it is certainly not unreasonable 
to consider it either a ‘misunderstanding’ or ‘criticism for ulterior 
motives. '" 


"Furthermore, the Nakasone concept had detente as a premise, and a clear 
distinction was made from the cold war considerations which remained 
strongly rooted in the Japan Defense Agency and the Self Defense Forces 

at the time. Also, in this concept, the strategy of Nakasone, the political 
party politician, was to draw the livelihood defense consciousness of the 
middle class general populace in Japan to the side of the conservative 
party. For this reason, he contrasted conspicuously with the prewar 
reactionary rightists." 


In addition, Okuma regards Nakasone as positively valuing the home and the 
family centered way of life, and as "affirmatively valuing the new 
constitutional system and U.S.-Japan Security Treaty structure” which the 
conservative forces believe form the basis for this. Then as proof of that, 
he introduces a line from "The Japanese Frontier" authored by Nakasone. 

"I (Nakasone) believe that this conversion (of postwar Japan) was a good 
conversion for the sake of Japanese development and also for the sake of 
world peace. And since there is a great deal of good substance in the 











present constitution, I do not believe that the substance of the present 
constitution fundamentally shouid be overturned.” 


Also, Okuma regards as central to the Nakasone concept the logic that 

"" self-defense’ is possible due to the very fact of detente” and that “the 
uniformed organizations leanec toward the theory of adherence tc the 
Security Treaty by emphasizing the military threat and resisted from a 
hawkish viewpoint the ‘self-defense theory’ of Nakasone." On the other 
hand, regarding Nakasone’s viewpoint at the time within the Liberal 
Democratic Party (LPD), Okuma affirms: "It was viewed with disbelief by 
the LDP rightist faction that maintained the ardent prewar ideology 
(imperial army ideology) asserted by Okinori Kaya, Nobusuke Kishi, and 
Saburo Chiba. In particular, Naka Funada and Minoru Genda, who at the time 
were at the center of the national defense group in the LDP, strongly leaned 
toward reactionary rightism and since they possessed a completely different 
ideology from the Nakasone concept previously examined, it was natural 
(that Nakasone was isolated within the party)."” Okuma concludes: "The 
hawkish faction was totally excluded from major posts related to foreign 
affairs and defense within the party at the end of the 1960's." Okuma 
explains: "On the other hand, the dovish group within the party (including 
Shigesaburo Maeo and ocher strong men within the party) exhibited caution 
and resistance to the Nakasone concept, which made its appearance along 
with a sudden increase in defense expenditures. The dovish faction within 
the party above all was eager to dispel this misunderstanding in order to 
avoid overseas criticism of Japanese militarism, and it directly put its 
effort into discouraging the Nakasone concept." 


Is that really true? 
Constitution Disavowal Faction at an Early Date 


First of all, are there clear restrictions in Nakasone's defense concept, 
as Okuma states? Of course, depending on the time and place, Nakasone has 
spoken about retention of Article 9 of the constitution and adherence to 
the three non-nuclear principles, and this has been documented. However, 
conversely, it is true that he actually spoke and wrote about it 
noncommittally, and on that point, one is forced to say that Okuma's 
account lacks concreteness. Furthermore, there will be comment upon the 
Fourth Defense Buildup later, but at least in the view of the author, who 
at the time was a reporter covering the Japan Defense Agency, Nakasone 
certainly was not “perplexed” concerning the strong feelings of several 
foreign countries, but rather he was in high spirits. To that extent, 
there was exaggeration concerning the Fourth Defense Buildup. The 
domestic and foreign pressure supposedly existed with the resolution and 
consent of Nakasone himself. 


In the second place, Okuma has painted a diagram of Nakasone=detonte-self 
defense, and Japan Defense Agency/Self Defense Forces=cold war concept= 
adherence to Security Treaty, but this is an oversimplification. As proof 
Okuma introduces a newspaper article reporting on the draft of the first 
defense white paper (1970) that was compiled by "the JDA official in charge" 








and that “recognized the trend toward increasing tension in the Far East.” 
However, it cannot possibly be believed that there was agreement at that time 
between the Japan Defense Agency (internal divisions) and the uniformed 
organizations on detente, and also there were not a few defense bureaucrats 
in the inner circle of the internal divisions who accurately forecast the 
direction of detente in the 1970's. To cite examples, there vere 

Takuya Kubo (decreased, former defense administrative vice minister), 

Keiichi Ito (presnet director, National Defense Council), and Seiki 
Nishihiro (present councilor, Japan Defense Agency). 


Another contradition of this diagram by Okuma is directly tying Naka:.one's 
theory of self-defense with detente. His theory of self-defense has no 
relationship at all to detente, but rather was derived from the conviction 
that “unarmed people will perish." If it were tied to detente, it probably 
would be a hit for Nakasone, who excels in politics and is full of foresight 
(in common parlance, he has a keen nose), but it is nothing more than that. 


In the third place, Okuma regards Nakasone as an affirmer of the home and 
family centered way of life=new constitutional system and Security Treaty 
structure. That that is not true is clear from his words and deeds since 
assuming office of prime minister, but even when Okuma wrote this, Nakasone 
certainly was not in the constitution-affirming faction. This fact is clear 
from viewing the kind of network domain of the school for ambition that 
Nakasone has continued to confirm ptactically every year. When he wrote 
“The Japanese Frontier,” he probably had that feeling. However, when 
Nakasone writes or says something, he is a person who is extremely influenced 
by the time, place and environment, and for that reason alone, we should 
consider prudence necessary when making any judement on this. While 

Okuma has admirably pointed out tnat Nakasone quickly set his eye on making 
the general populace middle class, considering that the date when he wrote 
"The Japanese Frontier" was 1966, one is forced to rack one's brains. 

That year was the second year of the Sato regime. In accordance with the 
dying wish of Ichiro Kono, Nakasone was still one of the anti-Sato warrior 
leaders at that time. Nakasone's weapons in opposing Sato, who instantly 
tried to swallow him up in a black mist, were his cleanness, his youth, 

and the support of the general populace. The shadows of that era are 
strongly reflected in "The Japanese Frontier." 


Fourth, Okuma says that the opposition of the dovish faction within the LDP 
to the Nakasone concept at that time was due to a desire to avoid overseas 
criticism of Japanese militarism. This is one-sided. The mainstream faction 
within the party at that time, even including Eisaku Sato, still could not 
shed the Security Treaty view of the Shigeru Yoshida school, and for 
Nakasone, who stood opposed to the trend of pro-Americaniss and economic 
development first, it was an intolerable existence. While similarly crying 
for “self-defense,” Sato had the framework since Yoshida for this, but 
Nakasone had no such framework. Maeo and others were gravely wor:ied about 
the words and deeds of Nakasone. 


On the one hand, it is a fact that Nakasone was viewed with disbelief by 
the rightist factioo in the party, but it was not the result of "a different 








ideology.” for example, at the time of the Kishi cabinet, there was an 
incident in which the circumstances of a cabinet meeting on the conclusion 

of a Security Treaty revision were leaked in theadr entirety and many of 

the senior set including Shigeru Hori believed to the last that the “culprit” 
was Nakasone. These facts ‘ay at the root. 


An approach toward Nakasone’s perception of the Security Treaty was begun 
above in the form of a criticism of part of Okuma‘s thesis, but in the case 
of analyzing Nakasone's view of the Security Treaty, one must at least go 
back to the point in time directly after the defeat in the war when Nakasone 
the politician was born. However, besides his views on the subject, about 
which there already have been random writings since the time Nakasone became 
prime minister, Nakasone himself later partially revised his tracks and one 
does not want to foolishly attack by splitting hairs. So, the characteristic 
points of each of three periods will be indicated and a probe of Nakasone's 
perception of the Security Treaty made: 


l. The germination period of Nakasone's concept of the Security Treaty 
from the birth of Nakasone the politician (1947) to appointment 
as director general of the Japan Defense Agency in the Sato 
Cabinet (1970). 


2. The fruition period in the era when he was director general of 
the JDA. 


3. The flowering period since he assumed the post of prime minister 
(1982). 


"The Nation™ More Than "Life" Directly After Defeat in the War 


The germination period or first period began with winning at the top in 

the Third Gumma District in the April 1947 general election. The previous 
May, Nakasone had formally innaugurated his school for ambition in his 
hometown of Takasaki. His aim was to “establish a new Japanese constitution, 
advance beyond the Potsdam and San Francisco systems, promote the complete 
withdrawal of foreign military forces, and restore the national authority 
that was lost with territory and the rest." As a concrete measure, Nakasone 
published "The Basic Character of an Autonomous Constitution” in 1955. 

It was impressive in suggesting the employment of conscription system while 
simultaneously extolling the maintenance of a defense force and making the 
emperor chief of state. After he assumed the post of prime minister, when 
he was cornered in the Diet, Nakasone tried to scrape his way out with 

the remark that “it is annoying to bring out and discuss clothing that I wore 
long ago, but now have taken off and put in storage,” but the fact that he 
certainly did not say, "I have already thrown those clothes away," is quite 
in the Nakasone style. 


The previous year, 1954, Nakasone had published “Advocacy of Japan" and 
called for alterations to the MacArthur constitution with a syllogism of 
maintenance of self-defense power=withdrawal of U.S. forces=restoration 
of independence. At a time less than 10 years after defeat in the war, 








these words and deeds of Nakasone stood out among those of the many 
politicians who were currying favor with the United States. Moreover, 

the assertior. that “the United States is using Japan as a base for its own 
purposes and is unjustly infringing upon the rights of the Japanese,” 
insofar as it was a very political argument, conversely probably irritated 
all the more the administrative class of both Japan and the United States 
at the time. 


Of course, behind these vociferations of Nakasone was the reality of the 
U.S. modification of its policy on Japan with the outbreak of the Korean 
War, that is, from making it an unarmed nation to an armed nation. Within 

a short time, the line of Nakasone was in agreement with the line of John 
Foster Dulles in the United States. While superfluous, Shigeru Yoshida, 
whom Nakasone incessantly attacked from beginning to end, hid under the 
sleeves of MacArthur, which Nakasone continued to protest, and kept refusing 
the persistent request from Dulles ro rearm. It is probably one of the 
ironies of history. 


So, granting that such a situation existed, it is noteworthy that directly 
after defeat in the war, Nakasone put forth the argument of "an armed nation” 
and considered the establishment of a self-defense force itself as proof of 
independence. At a time when neither the politicians nor the common people 
were able to recover from the shock of losing the war and it was normal to 
peacefully accept Article 9 of the constitution, profiting from the bitter 
experience of war, only Nakasone was thinking about “the nation” rather than 
the "life" of the people. In this area, he was different from the average 
politician, and it is  hought that the cornerstone of Nakasone's view of 

the Security Treaty is seen here. As a consequence, in connection with 
Security Treaty policy alone, Nakasone more than any other politician after 
the war was rational. 


However, rationality doesn't always mean being right. The ideology that 
gives priority to the nation over all is apt to forget the people who are its 
foundation. Speaking from the standpoint of nationalism on the removal of 
foreign administrators, the advocacy of Nakasone, which is very pleasant to 
the ears, even now is welcomed by some, but on the reverse side, Nakasone 

is turning too much toward denial of the postwar constitution by emphasizing 
this alone. It has reached the point where the nation is everyttng to the 
people and the self-defense forces are everything to the nation. 


In September 1969, Nakasone attended a private conference on U.S.-Japanese 
relations and said in a epeech that “the Security Treaty should be 
abrogated in 1975, when the return of Okinawa is scheduled, and new 
friendly relations between the United States and Japan established." Those 
attending from the United States particularly were surprised, but for 
Nakasone this was a natural conclusion. Nakasone's Security Treaty concept 
had steadily continued to evolve. 


Four months later, Nakasone entered the third Sato cabinet ir January 1970 
as director general of the Japan Defense Agency. [It was a post that he, 
himself, had desired, and upon entering tne cabinet, he took down his 








previous anti-Sato sign, but in any event, the fruition period of Nakasone's 
concept began at this time. Thereafter, during the year and 4 months until 
his “promotion” to chairman of the party Executive Council in May 1971, 
Nakasone solidified the framework of the Fourth Defense Buildup, published 
the first defense white paper, and was scurrying about to revise the basic 
policy on national defense. During that time, he set out aboacd a jet 
fighter to inspect the bases and truly had a full-power pitch. Around us, 
Nakasone appeared to be someone who helplessly enjoyed his work as director 
general of the JDA. However, even though this panorama was introduced over 
a year and 4 months, it probably did not have much significance. Interested 
people should take a good look at the newspapers of the time. Here, I will 
begin with the introduction of “confidential” data. 


“Confidential” Data of Era as Secretary General, JDA 


The complete document is 140 pages long. This "confidential" document is 

a report on when Nakasone and his party visited and inspected various U.S. 
bases. Why is this record of an official visit to the United States 
“confidential”? It is because concerned people at the time believed that 
Nakasone’s words to high U.S. officials were too candid, and if they were 

to be reported as is domestically, without doubt it would become a political 
problen. 


Thumbing through the pages, the first part is an outline of the visit and 
inspection daily schedule, and then the second part consists of the contents 
of the major conversations. The contents will be introduced below in 
regular sequence. 


On 9 September, Nakasone talked with Secretary of Defense Laird for an hour 
and 45 minutes. It exceeded the schedule by an hour and 5 minutes. 
Fortunately, the originally scheduled courtesy call on Chairman of the Joint 
Chiefs of Staff Moore was cancelled. In this discussion with Laird, 
Nakasone spoke as follows. 


The basic ties and friendship between Japan and the United States are 
conveyed by a symbol which is the Security Treaty. I believe that the 
treaty in that sense should continue to be maintained. Before I was 
appointed director general, I stated that a reexamination of the treaty 
should be made around 1975. I would like to say a word on this point: 

I believe the Security Treaty structure between Japan and the United States 
should be maintained semipermanently. If not, peace cannot be protected 

in the Pacific, and without peace in the Pacific, there will be no peace 

in Asia cr the world. However, the contents of the treaty itself have 
undergone changes three times. The three times were at the time it was 
first concluded, at the time or revision in 1960, and at the time of 
automatic extension on 23 June 1970. This is proof that the treaty has been 
reviewed to match the respective times. However, there have been no 
changes in the structure of the Security Treaty, which keynotes the concert 
and cooperation between Japan and the United States, and this system should 
be continued semipermanently in the future also. My speech (before 
appointment as director general) appears to have been partially misunderstood, 











but I would like to add that the true meaning is that I was stating a 
historical fact that the contents and substance of the treaty actually have 
been reviewed along with changes in the times. 


I am convinced that Japan does not need nuclear armament as long as the 
United States has nuclear deterrent capability. It is my belief that along 
with Japan's dependence or the U.S. nuclear deterrent and the 7th Fleet, 
the Japanese people themselves should endeavor to defend themselves with 
their own hands as regards the defense of the Japanese Archipelago itself. 


At present, following the Third Defense Buildup, the Fourth Defense 

Buildup 5-Year Plan is being prepared. During the 5-year period which will 
begin in 1972, the probable appropriation will be double that of the Third 
Defense Buildup, about $16 billion, or, an average of over $3 billion 
anncally. Emphasis is on the following three points. 


--To insure seas superiority around the Japanese Archipelago against 
the naval forces of the Soviet Union and North Korea, and in 
particular to insure control of the sea straits and ship peripheral 
defense capability. To my way of thinking, I would like to consider 
the Sea of Japan as the Lake of Japan. 


—Similarly, to plan for an increase in Phantom fighters, and Nike 
and Hawk missiles in order to insure air superiority. 


--With regard to ship and air weaponry, these should be fui‘ equipment 
of ASW capability necessary for sea defense. 


Furthermore, there should be a mobile capability on land, but forces will 
be kept at the present level. 


In order to seek the awareness and cooperation of the Japanese people 
concerning national defense and obtain a national consensus, an examination 
is being made as to whether there should be a revision to the basic policy 
of national defense following the lapse of 13 years since it was announced 
in 1957. The reason is that the present policy is “to have the Security 
Treaty as the keynote to deal with i:vasion by a foreign emeny until the 
United Nations can fulfill its function of maintaining peace,” and “defense 
of our own nation” is not indicated. I believe it should be corrected to 
clearly state that the Security Treaty will effectively function at the 
same time that Japan defends itself with its own efforts against invasion 
by a foreign enemy. 


Also--this is a private opinion—I think it should be clearly indicated that 
there will be no nuclear armament, in order to avoid misunderstanding by 
various nations in the world and cherish the national consensus. Hovever, 

I believe it would be best to keep in reserve the (re)introduction of U.S. 
nuclear weapons. This should be the subject of prior consultation and I 
believe it wise to hold it in reserve while the possibility of a choice 
remains. 


5 








"Man With No Consideration for Changes in the Times” 


For Nakssone, who frankly said the words atove and who spoke of the 
“unsin’xable aircraft carrier” on the occusion of his visit to “he United 
States after assuming the post of prime minister, somehow there seems to be 
an inclination to vent his true feelings in the United States. Be that as 
it may, just by viewing these speeches of Nakasone, the explanation that 
Nakasone-detente is dubious. To oppose the military forces of the Soviet 
Union, to insure sea superiority around Japan, and particularly to control 
the sea straits and insure ship peripheral defense capability, as he 

stated, it is necessary for Japan to have great military capability. 
Nonetheless, Nakasone calmly spoke to the U.S. secretary of defense, and 
more surprising is that this speech made by Nakasone 13 years ago is truly 
current as is at the present point in time. Nakasone’s view of the Security 
Treaty has hot changed at all, regardless of changes in the world situation, 
and is indifferent to detente. This corresponds to what a high official 

in an internal division of the JDA stated about a series of hawkish words 
and deeds after Nakasone assumed the post of prime minister: “They are the 
words of a man who has no consideration for changes in the times, nor 
changes in the environment surrounding Japan.” 


Depending on the person, these words of Nakasone might be “an expression of 
foresi;*t." Sut what about his statement to hold in reserve the (re)- 
introduction of U.S. nuclear weapons? Recently in the Diet, Nakasone came 
out with a solid denial that successive prime ministers had made a pledge 
that “the three non-nuclear principles were national policy,” and when these 
things are considered together, one is obliged to think that denial of the 
three non-nuclear principles, or at least 2.5 of the principles, with the 
exception of “not to bring in,” is really in Nakasone’s heart. 


According to this “confidential” document, following Laird, Nakasone talked 
with presidential adviser Finch, Under Secretary of State Johnson, 
presidential adviser Kissinger, and Secretary of State Rogers, and 
respectively unfolded his own views, but these are omitted here. Then on 

14 September, a second meeting was held with Defense Secietary Laird, but 
the exchanges are recorded in a curious way in this “confidential” document. 
As recorded in the original document: 


(Secretary Laird:) I understand well that it is necessary to consider the 
constitution in preparing the defense plan of Japan. I am convinced that 
Director General Nakasone, as 4m excelleri politician, has demonstrated 
considerable leadership and succeeded in achieving a 5-year plan (Fourth 
Defense Buildup). (This passage is in an official communication from the 
embassy stating that “There are constitutional problems connected with 
national defense in Japan, and this probably will lead to the need for 
constitutional revision. It is believed that great politicians like 
Director General Nakasone can accomplish this,” but it is thought that this 
was incorrectly stated.) 


Nevertheless, it is an official communication. Isn't it unlikely that it is 
the result of a mistake in translation? If credence is placed in the official 











communication, the U.S. secretary of defense instigated Nakasone to revise 
the constitution. That is to say, it would not be easy, as the United 
States knew, for Japan's military capability to be strengthened as long as 
it could not be handled under the present constitution. Nakasone's reply 
to this unfortunately is not recorded in this "confidential" document. 


Considering the nuclear problem, considering the problem in revising the 
basic national defense policy in order to make self-defense the axis, and 
also considering the strategic concept of sea and air emphasis with a 
watchful eye on the Soviet Union, Nakasone'’s frank words in the United States 
came out in small doses following his return home and continued to be 
published as the Nakasone concept within the narion. However, at times 
these were called “exaggerations™ and at times chere were warnings of 
“inciting the United States," and it is best to say there was nw great 
development. The time was a period of high growth. Defense expenditures 
greatly increased like everything else, but on the other hand, this period 
was the beginning of world detente. As Okuma says, if Nakasone had believed 
that “self-defense is possible through detente," he should have made some 
settlement in relations with the United States by actions, not words, but 
instead as director general of the JDA, he set out on the opposite course 
of action. 


The Japan Sea as the "Japan Lake" 


Thereafter, Nakasone rose step by stey to the level of a strong man in the 
party. Along with that, his speeches concerning Security Treaty problems 
dwindled, and in particular, his words and deeds became extremely cautious, 
as though he would not suffer truning his back on the United States. After 
this period of lying low, last year he finally became prime minister, and 
Nakasone's concept reached its third period, the flowering period. 


The flowering period sounds fine, but as is already known, Nakasone's 
speeches concerning the Security Treaty since he became prime minister 

have truly been nothing but vertiginous. Lice a dam burst, he has emphasized 
a position of cheerfully departing further ard further from the past. 


It would be difficult to exhaust the subject in talking about this. Here 

I would like to take up only "the three aims of Nakaone’s concept™ as stated 
in the WASHINGTON POST when he visited the United States. According to 
Nakasone, these are: 1) to prevent invasion by the Soviet Backfire bomber= 
to make the Japan Archipelago an unsinkable aircraft carrier, 2) not to 
permit the passage of Soviet naval ships through the straits=blockade of 

the four straits, and 3) to expand the defense perimeter in the ocean=to 
guarantee sea lanes. 


These are extraordinary and truly grand objectives. It is not clear whether 
they represent an ideal or a plan, but even SANKEI SHIMBUN, which has 
indicated an understanding of the Nakasone defense concept, showed perplexity 
by publishing a four-column, three-headliner article, "Backfire, Strait 
Blockade, Interception Capability Have Great Repurcussions Domestically 

Also; Unwelcomed by Heads at Ministry of Foreign Affairs; Brakes on Prime 
Minister's Speech." (20 January issue) 
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There is criticism that this \sckasone speech was just made on behalf of 

U.S. world strategy. Of course, it can be regarded as such, but this is not 
to assert that Nakasone has become a spokesman for the United States. I 
would like the reader to reflect once more on a passage in the “confidential” 
document on the occasion of Nakasone's visit to the United States in 1970. 
Nakasone used the terms, "to insure sea superiority surrounding the Japanese 
Archipelago and insure ship perimeter defense capability," and he stated 

that the Sea of Japan should be considered the “Lake of Japan." Furthermore, 
Nakasone considered that ship and air superiority was necessary for that 
purpose, and he promised to fully equip in both sea and air aspects. 


Regardless of the flow of the time in the 13-year period, there has been 
almost no change at all in what Nakasone has said. In that sense, the 
Nakasone concept is very far from being that of a weathercock. Nakasone 

is no more an exception than other politicians in Japan of late who present 
somewhat blurry defense concepts. 


However, this fact irenically is considered somehow as being a narrow field 
of vision when Nakasone wrestles with the Security Treaty problem. Since 
being demobilized from the navy and embarking on an anticommunist movement 
in his hometown, his main enemy has been the Soviet Union. Therefore, 
Nakasone cons.ders the basis for the Security Treaty consistently to be 
dealing with fear from “the north." That did not change even in the era 

of detente. For Nakasone, who has no doubt at all that Security Treaty= 
armament is in itself the measure of the foundation of the nation sans a 
method whereby Security Treaty pulicy is formed on the basis of the world's 
situation and reviewed occasionally, matters such as detente have nothing 
more than an ephemeral existence which in an instant may be transformed into 
an illusion. 


The liberal faction of the United States which formerly shunned Nakasone 
has had a setback and now the head of the strongest nation in the world 
calmly allows himself to be called a "lance." For example, if the United 
States in fact were to agree that Japan should have its own military force, 
which has been Nakasone's earnest prayer for the past 35 years, even if it 
is no pcre than taking a name—that is probably on Nakasone's mind. 
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MILITARY 


MODERNIZATION PLAN FOR ‘BADGE’ SYSTEM DISCUSSED 
Tokyo BOEI ANTENA in Japanese May 83 pp 2-10 


[Article by Defense Section, JDA [Japan Defense Agency]: "Concerning the 
Consolidation of the new Base Air Defense Ground Environment System" ] 


[Text] 1. At the Beginning 


If an air invasion should occur against Japan, the invading aircraft must be 
quickly detected and the most effective fighters and surface-to-air missiles 
possessed by Japan must be selected and directed at the invading aircraft. 
Also, actions such as controlling interception by fighters must be conducted 
very swiftly and accurately. Air defense operations are fought in instants. 
In order for efficient cooperation among the various kinds of units to act 
in concert like this and to carry it out within a limited time, it is 
necessary to have an automatic data processing system on a nationwide scale 
comprised of various kinds of electronic equipment such as computers, 
information display equipment and communications equipment. This is the 
automatic warning control system or the so-called BADGE [Base Air Defense 
Ground Environment] System, but 15 years have passed since the present system 
began operation in FY68, and along with the remarkable advances in air 
technology during that time, it has become very inadequate in capability 

to deal with a future air threat. For this reason. the Japan Defense Agency 
has decided to commence installation of a new sys’ m in FY83, based on the 
decision that parallel to introduction of F-15 ‘aterceptor-fighters and E-2c 
early warning aricraft, it is positively necessary to fully replace the 
BADGE System to maintain effective air defense capability. A general 
summary of the modernization of this BADGE System will in introduced below. 


2. Outline of Japan's Air Defense System and the Present BADGE System 


In the Air Self-Defense Force, the Air Defense Command has been placed as 
the unit responsible for the air defense of Japan. The mainstay of the Air 
Defense Command is composed of three air defense forces: Northern, Central 
and Western, and the Southwestern Composite Air Division. In addition, 
each air defense force is composed of air wings which are fighter units 

air defense missile groups, which are the SAM units, and aircraft control 


and warning wings, which are the early warning control units (the Southwestern 


Composite Air Division is organized according to the air defense forces.) 
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The outline is as per Chart 1. Within the air defense activities maintained 
by such units as these, the BADGE System has the function of providing 
necessary information for conducting onerations command at the Air Defense 
Command and the headquarters of the air defense forces, in addition to 
functions relating to early warning control performed by the early warning 
control units. 


Chart 1. Structure of Air Defense Command 
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Key: 
(1) Director General, JDA 
(2) Chief of Air Staff 
(3) Air Staff Office 
(4) Air Defer.se Command (Headquarters: Fuchu) 
(5) Northern Air Defense Force (Headquarters: Misawa) 
(6) 2nd Air Wing (Chitose) 
3rd Air Wing (Misawa) 
Northern AC&W Wing (Misawa) 
3rd Air Defense Missile Group (Chitose) 
6th Air Defense Missile Group (Misawa) 
Other 
(7) Central Air Defense Force (Headquarters: Iruma) 
(8) 6th Air Wing (Komatsu) 
7th Air Wing (Hyakuri) 
Central AC&W Wing (Iruma) 
lst Air Defense Missile Group (Iruma) 
4th Air Defense Missile Group (Gifu) 
Other 
(9) Western Air Defense Force (Headquarters: Kasuga) 
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(Chart 1 Key continued) 


(10) Sth Air Wing (Niitabara) 
8th Air Wing (Tsuiki) 
Western AC&W Wing (Kasuga) 
2nd Air Def2nse Missile Group (Kasuga) 
other 

(11) Southwestern Composite Air Division 
(Headquarters: Naha) 

(12) 83rd Flight Group (Naha) 
Southwestern AC&W Group (Naha) 
Sth Air Defense Missile Group (Naha) 
Other 

(13) Other 

(14) Other 


A concrete explanation of the present BADGE System, separated into this 
function related to early warning control and the function relating to 
operations command, is as follows. (See Chart 2 for the flow of air defense 
operations) 


Chart 2. Air Defense System 
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Key: 
(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 

(10) 
(11) 
(12) 
(13) 
(14) 
(15) 
(16) 


Chart 3. 


Key: 
(1) 
(2) 
(3) 


1 detection invading aircraft 
4 destruction 

6 destruction 

3 intercept 

5 intercept 

guided 

launching 

HAWK positions 

NIKE base 

city 

takeoff 

air base 

air operation control center 
combat operation center 
reporting 

sector operation center 


(17) 
(18) 
(19) 
(20) 
(21) 
(22) 
(23) 
(24) 
(25) 
(26) 
(27) 
(28) 


(29) 
(30) 
(31) 


control center 

scramble command 
notification, control 
reporting 

2 indentification 
reporting 

direction center 

3 intercept 

surveillance station 
invading aircraft 

4 detection 

automatic transmissions of 
information 

early warning aircraft 
guidance of interceptors 
guidance of interceptors 


Stationing and Coverage of Radar Sites 











High-altitude radar coverage 
Low-altitude radar coverage 
Radar sites 


(1) Early Warning Control Function 
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Air defense operations begin when an aircraft invading Japan is detected. 


For this purpose, along with the installation of 28 radar sites (Surveillance 
Station, SS) throughout the nation, the equipment of early warning aircraft 


is proceeding with the objective of dealing with low-altitude invading 
aircraft which cannot be detected early by ground radar. (See Chart 3) 
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At the surveillance stations, aircraft are detected from among the various 
images such as birds, mountains and clouds pictured on the radar screen 

and in addition, along with calculating the position, speed and course of 
the detected aircraft, this aircraft is tracked thereafter. This 
calculation work is done by computer at the individual surveillance stations, 
and the track information (information on the position, speed and course 
etc., of the aircraft) obtained in this way is automatically transmitted 

to the Direction Center (DC). 


At present, there is one direction center each at the Northern and Western 
Air Defense Forces, and two are installed at the Central Air Defense Force. 
(One direction center is located in the Southwestern Composite Air Division, 
but the early warning control system of the Southwestern Composite Air 
Division is not automatically connected to the BADGE System at present.) 


Based on the track inforamition transmitted from the surveillance station, 
identification is made at the direction center as to whether the aircraft 
detected is a friendly aircraft or an invading aircraft. This is performed 
by means of the responses to interrogation of said aircraft by the direction 
center for purpose of identification, and comparison with the flight plans 
of various types of aircraft obtained beforehand. 


If the detected aircraft is judged to be an invading aircraft as the result 
of identification, the direction center makes the selection as to whether 
to intercept it by fighter or by SAM. 


If fighter has been selected, along with a command to scramble being issued 
from the direction center to the interceptor-fighter units, the appropriate 
way for the interceptor to approach the target (intercept guidance 
calculation) is calculated at the direction center and the results are 
transmitted to the interceptor by data communications or by voice via the 
direction center. 


On the other hand, if SAM has been selected, notification of that purport 
along with data or the target is made by the direction center to the 
surface-to-air guided missile units and then the firing control systems of 
the SAM units electronically guide the missile to the target. 


Central to this series of activites at the direction center is the computer 
called the intercept computer. 


(2) Operations Command Function 


In air defense operations, the concrete intercept activities against the 
invading aircraft center cn an instantaneous decision made by the early 
warning system units according to the procedure stated above, using 
information processed by computer, but in order for the air power of Japan 
to be directed most efficiently in this way, it is important that the 
moment-by-moment changing situation be accurately grasped by each level of 
command, including the Air Defense Command and the various air defense 
forces, and appropriate commands be conducted regarding the deployment of 
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subordinate units and logistic activities. The BADGE System also has the 
function of providing the necessary information for such operations commands. 


For this purpose, an Air Operation Control Center (AOCC) comprised of a 

BADGE System is located in the Combat Operation Center (COC) at a place in 
the headquarters of the Air Defense Command where the commander together with 
his staff conducts operations command in an emergency. Installed here are 

a screen to automatically display tracking information such as the positions 
of the invading aircraft and interceptor, and a display panel indicating 

the alert status of interceptors and the operational status of various types 
of electronic communications equipment. 


Also, a Control Center (CC) is placed in the Sector Operation Center (SOC) 
of the air defense force headquarters and has the role of displaying similar 
data. 


(Note) Since direction centers are the headquarters of the Northern and 
Western Air Defense Forces, the direction center and control center are 
combined in one place and called Control Center/Direction Center (CC/CD). 





Chart 4 is a diagram outlinging the structure of the present BADGE System 
as stated above. 


3. Necessity of Modernizing the BADCE System 


The current BADGE System, which began operation in FY1968, was based on 

the air threat of the time and was introduced to automate the early warning 
control systemwith the chief aim being efficient operation of the F-104J, 
the mainstay interceptor-fighter of Japan, and the NIKE surface-to-air 
missile. Today, 15 years have passed since then, the military situation 
surrounding Japan has greatly changed, and the air threat against Japan 

has greatly increased due to the upgrading in performance of bombers and 
fighter/bombers in aspects such as flying range, speed and maneuverability. 
The performance sought in an early warning control system to deal with such 
a threat has become far higher compared to that time, and it has become 

a situation where the capability of the present BADGE System is inadequate 
in a variety of aspects, including computer capacity and computation speed. 
Japan is striving to upgrade its air defense capability by equipment with 
the F-15 interceptor-fighter and the E-2C early warning aircraft, but along 
with this modernization of equipment, it is necessary to immediately 
modernize the BADGE System, which is the nucleus of air defense operations. 
The major problem points with the current BADGE System are indicaied below. 


(1) Limitations of Early Warning Control Functions 


A. There are limitations in dealing with simultaneous invasion by several 
aircraft or highly maneuverable targets due to limits on track tracing 
accuracy and limits on the number of target trackings (tracking processing 
capacity) which can be simultaneously processed (detection, tracking of 
aircraft, etc.) at the surveillance stations and direction centers. 
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Chart 4. Basic Structure of Present BADCE Systen 
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Key: 
(1) Combat Operation Center (COC) 
(2) Air Operation Control Center (AOCC) 
(3) Manual 
(4) Northern 
(5) Central 
(6) Western 
(7) Southwestern 
(8) Sector Operation Center (SOC) - Air Defense Force 
(9) Sector Operation Center (SOC) - Composite Air Division 
(10) Control Center/Direction Center (CC/DC) 
(11) Control Center (CC) 
(12) Direction Center (DC) 
(13) Surveillance Station (SS) 


B. There are limitations on the number of aircraft for simultaneous intercept 
control (simultaneous intercept control number) due to limits on the 
capability of the intercept control console and the computer in the direction 
center. 


C. Without the automation of all the surveillance stations of the 
Southwestern Composite Air Division and a portion of the other surveillance 
stations, it is not a nationwide automatic processing system. In other 
words, since the computation of the course and speed, etc., of aircraft 
detected by radar at these radar sites is performed manually and the 
transmission of the results to the direction center is performed by voice 
with a telephone, a swift response to an invading aircraft becomes difficult. 


D. It has been set up so that the results of the intercept calculations 
performed by the direction center are data transmitted or voice transmitted 











to the interceptor via the surveillance station, but since this function 
does not exist at some of the surveillance stations, including the 
nonautomated surveillance stations mentioned above, because they are not 
equipped with the required instruments, portions of air space are created 
where intercept control cannot be performed by the direction center and 
intercept control in such air space is obtained by manual computation at 
said surveillance stations. 


(2) Limitations On Operation Command Functions 


In the current BADGE Systea, it has been set up so that tracking information 
is automatically displayed on a screen at the combat operation center and 
the sector operation center and other information necessary for operation 
command such as alert status of interceptors and SAM, maintenance status 

of operation materials, and combat operations status are communicated by 
telephune and displayed in handwriting. All information at the other air 
wings, etc., is acquired by telephone communication and due to these facts, 
there are limits on the speed of acquisition of data, decisions and 
disposition. 


(Note) Through installation of a central command system, which already is 
proceeding, it is expected that a Central Command Post (CCP) and Air Staff 
Office Operation Center (ASOOC) will be automatically conncected with these, 
even in the present BADGE System, and will automatically display tracking 
information. 


4. Details of BADGE System Modernization Study and Selection of Type of 
New System 


Under the realization that drastic improvements are necessary, having 
learned a lesson from the problem points of the current BADCE System, the 
Japan Defense Agency began a full-scale study of new systems in 1979 and 
has continued research on evaluation of the capabilities of the present 
BADGE System and the functions and performance required in a new systen. 


Based on this research, in August 1981, JDA issued a proposal request to 
three companies, including Nippon Electric Co, concerning a new BADGE 
System. After indicating the basic functions and performance required in the 
new BADGE System, JDA sought proposals from each company on the concrete 
details and cost, etc., for a new BADGE System that would realize these. 

In this way, proposals concerning a new system were submitted by the three 
companies in January 1982 and a result of the evaluation work performed 

on them at JDA, it was discerned that the Nippon Electric proposal was 
superior overall compared to the other two companies in the aspects of 
performance and outlay, but it was judged that the proposals of the other 
two companies were superior in performance and cost for part of the 
subsystems. So, it was decided in June 1982, to employ the system proposed 
by Nippon Electric as the new system and incorporate the “electronic 
switchboard” and “base communications circuit" of the other two companies. 
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(Notes) 


Electronic switchboard: a telephone switchboard to be installed at 
operation centers and surveillance stations; it is different from the 
existing mechanical switchboard and is a totally electronically operated 
switchboard. 


Base communications circuit: a communications circuit linking the various 
facilities within a base; besides existing telephone cables, it uses 
optical fiber cables which are superior against noise and lightning, etc. 


Furthermore, after having studied concrete equipment concepts for the new 
BADGE System, JDA has decided to commence installation of the new system in 
FY83, and the required expenditures have been incorporated in the FY83 
budget. 


5. Outline of New Badge System 
(1) Structure of System 


The basic structure of the new system is considered to be that shown on 
Chart 5. The major differences from the structure of the present system as 
as follows: 


A. It has been decided to include an Air Staff Office Operations Center, 
Wing Operation Center (WOC) and Group Operation Center (GOC) in the 
structure of the new system, and to plan for equipping these command centers 
with a data transmission function. 


B. Direction centers will be placed in the headquarters of both the 
Norhtern, Central and Western Air Defense Forces as well as the Southwestern 
Composite Air Division with an aim toward simplifying work configurations. 
(In the present system, only the Central Defense Force has two direction 
centers.) For this purpose, the direction centers and control center all 
will be located in the same place; these will be combined as with the 
Northern and Western Air Defense Forces and called control center/direction 
centers which will have both these functions. 


(2) Upgrading Early Warning Control Functions 


A. With the present system, detection and tracking of aircraft is performed 
at each surveiliance station and the results are transmitted to the direction 
center, but with the new system, the information captured by the radar 

at each surveillance station will be sent as is to the direction center and 
there, the information from several surveillance stations will be compiled 
and processed, and the detection and tracking of aircraft performed. 


B. Through renovation of the computers and interceptor control consoles 

at the direction centers, the plan is to upgrade tracking processing capacity 
and processing speed and at the same time, increase the number of intercept 
controls. 
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Chart 5. Basic Structure of New BADCE System 
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Key: 
(1) Central Command Post (CCP) 
(2) Air Staff Office Operation Center (ASOOC) 
(3) Combat Operation Center (COC) 
(4) Air Operation Control Center (AOCC) 
(5) Northern 
(6) Central 
(7) Western 
(8) Southwestern 
(9) Sector Operation Center (SOC) - Air Defense Force 
(10) Sector Operation Center (SOC) - Composite Air Division 
(11) Direction Center (DC) 
(12) Surveillance Station (SS) 
(13) Wing Operation Center (WOC) 
(14) Group Operation Center (GOC) 


C. Along vith automating early warning and control organizations (such 
as the Southwestern Composite Air Division) that are not automated, and 
making it a nationwide automatic processing system, it has been decided 
to take measures to so equip surveillance stations that are not equipped 
with the necessary communications instruments enabling direct intercept 
control of interceptors to be conducted from the direction center via any 
surveillance station within the air defense force. 
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3) Upgrading Operation Command Punctions 


In the new system, the abilit~ to conduct swift and accurate operation 
comsand in response to an ever-changing situation is planned in the air 
defense force operation centers and the combat operation center, with the 
ability for automatic acquisition and display of information such as the 
status of air operations necessary for operation command, the alert status 
of interceptors and SAM, the present status of material for operations, 
the damage status at air bases, etc., and in addition, weather information 
and flight information from exterior system. Furthermore, as previously 
stated, the full functioning of these operation centers is planned by 
connecting them directly with the Air Staff Office Operation Center, the 
wing operations centers, and the group operation centers. 


6. The Installation Program For the New BADCE System 


As stated above, the BADCE System is a complicated system with various 
kinds of functions that links the radar sites (surveillance stations) 
deployed throughout Japan and the operation centers, and the installation 
of a new system, including preparation of computer software, will require 
a long time. The installation of the new system will be conducted over a 
5-year period from FY83 to FY87, and operation is scheduled to begin in 
FY88; for this purpose, about 96 billion yen has been allocated as 
expenditures in the FY83 budget for the new system itself, installation 
to be made in a 5-year period. 
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ECONOMIC 


ASPECTS OF FINANCING IN SOVIET TRADE DISCLOSED 
Tokyo SENTAKU in Japanese Apr 83 pp 114-117 


[Text] The Organization for Economic Cooperation and Development (OECD), 
comprised of 22 Western nations, has established guidelines stating that 
when a country lends money to the Soviet Union, the interest rate should 
not fall below 12 percent annually. In reality, however, none of the 
countries observe this gentleman's agreement. 


The Export-Import Bank of Japan [ExIm Bank], which has provided the Soviet 
Union with bank loans through the Japan-Soviet Siberian Development 
Project, has put special emphasis on the fact that this is a very secret 
matter, stating: "We have decided not to disclose fully the amount of 
funds used so far. We are not explaining the matter, even in the Diet.” 


This attitude of the Exim Bank is no doubt derived from the fact that 
although bank loans were originally supposed to be directed to developing 
countries, a very large asount has been provided to the Soviet Union. 


Unless they become known to the press, the developments in the financing 
provided to the Soviet Union will proceed in secret. The Japanese 
industries involved are epbarking on a secret feud with American and 
European firms and financial organizations, and with their rivals in 
Japan. The Reagan administration in the United States is becoming even 
more sensitive to the export of high technology and the granting of credit 
to the Soviet Union. It is said that the Reagan administration's goal 
is to reach agreement on an economic strategy regarding the Soviet Union 
at the Williamsburg summit (a conference of the leaders of the advanced 
nations) to be held at the end of May. Under these circumstances, the 
secret feud in the industrial world is gradually becoming more intense 
and is sinking further and further below the surface; it is becoming 
increasingly difficult to understand the situation from the outside. 


Let us attempt to uncover the developments in financing to the Soviet 
Union, developments which tend to be omi-ted from official reports. We 
will pay particular attention to the numerous “secret feuds” that are 
spreading among Japanese competitors and between Japan and the Soviet 
Union on financing. 








The Illusive $17 Million Financing Negotiations 


At the end of February, a large-scale trade and economic mission headed 

by Nagano, director of the Japan Chamber of Commerce and Industry, visited 
the Soviet Union. Just before this visit, Soviet Deputy Minister of Trade, 
V. Sushkov visited Japan, from the end of January to the beginning of 
February, and spoke with Japanese officials involved in trade. Although 
some of the topics of discussion were reported, there were almost no 
reports on what was probably the primary aim of the deputy minister's 
visit--the question of a $17 million loan to the Soviet Union by the ExIm 
Bank. There are still many aspects of this issue that have not been made 
public. 


According to businessmen involved, the $17 million financing issue is part 
of the Sakhalin continental shelf oil and gas development project, and 
involves granting credit to the Soviet Union for loans from Japan primarily 
for equipment to survey the quality of the ocean floor. The Sakhalin 
development is proceeding through Japan-Soviet cooperation in two regions, 
Chaivo and Odoputo [phonetic]--called the "Chaivo system" and the "Odoputo 
system,” respectively. In the Odoputo system, prospecting has slowed as 
a result of the Reagan administration's economic sanctions. In the Chaivo 
system, however, the prospecting stage is already completed, and commence- 
ment of thefull-scale development stage is being attempted. It is said 
that with financing of $17 million, ocean floor survey equipment would be 
imported from Japan to be used in the development of Chaivo. 


The focus of negotiations is the terms of financing, primarily the interest 
rate. These are the Soviets’ arguments: It has already teen decided that 
a total of $2 billion of Japanese financing will be provided when the 
Sakhalin project reaches maturity. Therefore, this $17 million loan can 
be considered part of the $2 billion. Thus the ExIm Bank's funds should 
certainly be used for financing, with a special low interest rate. 


There are two ways for the ExIm Bank to provide financing to the Soviet 
Union: (1) issue a bank loan--that is, direct financing to the Soviet 
Foreign Trade Bank; or (2) “supplier credit"--lending the funds to Japanese 
exporters who have granted deferred payment credit to the Soviet Union. 
However, the proje:.cs approved for bank loans are strictly limited. In 
the case of suppliers’ creiit, it seems that the ExIm Bank would aim, for 
now, at t term of 5 years, with interest of about 9.2 percent. Yet, as 
the British FINANCIAL TIMES wrote, there are many cases in which financial 
negotiations between the Soviets and Western nations have settled on 
interest rates of about 8 percent--4 points below the OECD guideline. 
Consequently, there are indications that the Soviet Union's primary 

goal in financial negotiations with Japan is to attain interest rates 

of that level. 


In the past, the ExIm Bank's bank loans to the Soviet Union and supplier 
leans to Japanese exporters have been granted in coordination with 
negotiations for Japanese exports of machinery and equipment to the Soviet 
Union; they have generally been "export loans." In the case of the 
Sakhalin project, however, the Soviets point out that the loans are less 
"export loans" than "development import loans." 
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In short, the Soviets claim that since this will be a development import 
loan, the interest applied should be lower than in the past. According 
to certain businessmen, behind the Soviets’ claim is an awareness of 

the fact that Japan gave such a development import loan to the PRC for 
joint oil development in southern Bohai, with an estimated annual interest 
rate of about 6 percent. The Soviets think that since this was granted 
the PRC, the Soviet Union might as well request the same. It appears that 
the Soviets’ second goal is to receive the loans at an interest rate 
comparable to the PRC's 6 percent, if possible. 


"Naked Financing" Undertaken with Knowledge of Danger 


There is a vast difference between the interest rates proposed by each 
side--Japan advocates approximately 9 percent, while the Soviet Union 
proposes approximately 8 percent or--if possible--6 percent. It is clear 
that compromise between the two sides will not be easy. However, since 
just before the Nagano mission visited the Soviet Union, the Soviets 
have believed that the ExIm Bank probably will not take a very firm 
stance. Perhaps because of this, Mr V. Sushko seemed outraged when he 
was presented with the ExIm Bank's sirict attitude on the terms of 
financing. Rather, it might be better to say that he "displayed outrage." 


Beginning in November 1982, the start of the new Andropov regime, even the 
United States seemed somewhat more flexible toward the Soviet Union. One 
could say that Japan-Soviet economic relations, too, showed indications of 
a bright future. Nevertheless, “rumors” circulated in some quarters, 
using threatening language--whether in earnest is another question--to the 
effect that "if the Japanese continue to maintain this obstinate attitude, 
we (the Soviets) will be forced to review the future of the relationship 
between Japan and the Soviet Union." 


It was ultimately decided that this issue of a $17 million loan would be 
settled through continued negotiations to iron out the difficulties, with 
mediation between che ExIm Bank and the Soviets undertaken by the Sakhalin 
Oil Development Cooperation Corporation (known as Sodeko)--the Japanese 
dealer for the Sakhalin project. It is quite likely that instead of 
reaching a compromise by hainvg one side lower its proposed interest rate 
and the other side raising the rate, the matter will be settled through 
"compensation" by adding the difference in interest rates to the price of 
goods exported to the Soviet Union. The result would be that the exporters 
would lose some of the profits originally expected, but the Soviet Union 
would buy comparatively expensive goods while maintaining its own claims 
in principle. In short, the usual pattern will again be followed, in 
which the trading company steps in between the ExIm Bank and the Soviet 
Union. 


In connection with the Nagano mission, one good thing came out of the 

“naked financing" by the Japanese businessmen involved. This was a last- 
resort method of financing adopted because new ExIm Bank financing to the 
Soviet Union has been temporarily stopped due to the Reagan administration's 
sanctions against the Soviet Union. 
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One example of this is the export of pipelaying equipment for the Siberian 
natural gas pipeline project, which President of Komatsu Manufacturing 
Ryoichi Kawai initialled in Moscow when he was there as a member of the 
Nagano mission. The outlets for Komatsu's exports to the Soviet Union-- 
major trading companies such as Nissho Iwai, Marbeni, and Sumitomo Shochi 
(there have been false reports about some trading companies)--procured 
through their West European branches about 20 billion Euro-yen from the 
European markets, and in effect financed the Soviet Union by using these 
funds for suppliers credit. 


Usually the trading company stands between the ExIm Bank and the Soviet 
Union, and brings about a compromise by adding a surcharge to the price of 
the export goods, primarily for the difference in interest rates. This is 
the so-called differential matching method, mentioned previously. However, 
in the case of Komatsu’s recent export of pipelaying equipment, the London 
and other branch offices of the involved trading firms intervened between 
Komatsu and the trading companies on one side, and the Soviet Union on the 
other--replacing the ExIm Bank--and procured funds for deferred payment 
credit. It is said that the funds had to be procured in Euro-yen because 
the interest rate for Euro-dollars was too high. 


Why is this called "naked financing?" Even in the case of West Germany, 
which unlike Japan does not use public funds such as the ExIm Bank, but 
has used only private funds, the Hermes [phonetic] Insurance Company 
guarantees the loans. Thus in providing financing to the Soviet Union, 
there is usually some kind of public or quasipublic guarantee. However, 
in the recent case involving Komatsu, there was absolutely no public 

or quasipublic financing guarantee. This is therefore called “naked 
financing,” and it is a type of financing which carries a high degree of 
danger that "country risk" issues will arise. It is, of course, possible 
to use insurance companies and have insurance, but the insurance premiums 
would be so high that compensation through adding surcharges to the 

price of exported goods would be impossible. As a result, the financing 
was done without insurance and with full knowledge of the risks. 


According to businessmen involved, this type of risky financing provided 
to the Soviet Union has taken place occasionally in the past, in 
relatively small transactions. This time, a large-scale transaction was 
concluded carrying the condition that ExIm Bank funds not be used; it 

was only by chance that part of this became public. Yet what became most 
public was the fact that the funds were obtained in Western Europe-~-it 
was not public knowledge that this was a case of "naked financing.” As 

a result, the belief is prevalent that this type of financing will not 
only continue in the future, but will become more common. 





The Soviet Union has vast natural gas resources, and it is the second 
largest gold mining country in the world, following South Africa. There is 
therefore little fear of the Soviet Union defaulting on loans. Nevertheless 
there is no guarantee that something unexpected will not happen in the 
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future. No wonder the Japanese businessmen involved are keeping an eye 
on political and social changes within the Soviet Union and on the 
slightest changes in the Soviet Union's foreign relation;s nor that they 
have become extremely sensitive to country risks. 


ExIm Bank Secretly Resumes Granting Credit 


In comparison with the firms of Western European countries, which are eager 
to diacard the American “restraints” on trade with the Soviet Union, 
Japanese firms are at a real disadvantage. Under these circumstances, 
Japanese firms must compete with the Western European firms and maintain 
competitive prices, and they must also compete fiercely with their rivals 
at home. Some may consider different wayt to gain ExIm Bank funds, if 
possible. It would appear that as the rivals compete with each other to 
see which comes up with the best methods first, the situation is growing 
increasingly intense. Assuming the risks of naked financing must also come 
to seem an exhaustingly dangerous business. 


At the end of February, news reports circulated stating that the leaders 
of the Soviet Foreign Trade Bank had asked an executive of a certain city 
bank who had participated in the Nagano mission for financing totaling 
tens of billions of yen. Because no bankers may consider giving the 
Soviets private financing that & not tied to an export transaction, many 
people called for an investigation. Finally, the matter was concluded 
when it was verified that an export deal with the Soviet Union was 
concluded by the industrial group to which that city bank belongs. (One 
report states that the transaction was for ships.) The request had 
apparently been for supplier credit from the bank in this group for that 
transaction. This incident illustrates the severity of the rivalry over 
financing to the Soviet Union. 





On the other hand, it is not true that the €xIm Bank is brandishing its 
principles and keeping out of the rivalry among the firms. According to 
sources involved, although on the surface the ExIm Bank has complied with 
the Reagan administration's policy and has refrained from issuing new 
credit to the Soviet Union, there hus been a subtle, inconspicuous change 
in attitude. Taking the example of suppliers credit, in the past, the 
Japanese intervening businessmen--the trading companies--would press for 
an interest rate close to the ExIm Bank's 9.2 percent, even in demands to 
the Soviet Union. Thus the differential matching method was not likely 
to be approved, on principle. But many businessmen point out that since 
last year, the attitude has changed, so that this method is semi-authorized. 


Also, the ExIm Bank is becoming flexible about the concept of "new" in 
the term "granting new credit." It seems that while the bank adheres to 
this principle on the surface, it may actually be moving toward easing the 
restrictions. Last autumn, credit was quietly granted for a transaction 
involving steel pipe. A subtle explanation was g‘ven--whether it was 
accepted by the United States is impossible to tell--that supplier credit 
has always been given for exports of large-diameter pipe to the Soviet 
Union. Many have jumped to the conclusion that this foreshadows a 
resumption of public credit. 
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Many of the bank loans and supplier loans granted the Soviet Union by the 
SxIm Bank have already been repaid. The outstanding bank loans consist of 
about $500 million for the South (Yakutsk) raw coal development project 
and about 200 billion yen for the Third Far EAst Forest Resource Develop- 
ment Project. However, if one includes suppliers credit, which is not 
always reported accurately--such as the credit for exports of large- 
diameter pipe--the amount of financing to the Soviet Union actually comes 
to a very large figure. While the ExIm Bank defers to the Reagan 
administration, it seems eager to participate in this financing. 


Financial Information Bought at a High Price 


About a year ago, leaders of the European Community Commission visited 
Japan from Brussels, Belgium. They very quietly asked those involved about 
Japanese financing to the Soviet Union--particularly with regard to interest 
rates. They finally returned home without receiving accurate information. 
However, the competition between Japan and Europe over financing terms 

for the Soviet Union has grown incredibly fierce. It is not unusual 

that as soon as ome country concludes financing negotiations with the 

Soviet Union, information about the terms of financing is sold in «ther 
countries at very high prices. 


Even if one understands the troubles of the ExIm Bank and the exporters 
who are embroiled in such intense rivalry, it would nonetheless be quite 
unlikely that the most bewildering developments below the surface are the 
most visible to the public. Ome therefore gets an uneasy feeling. With 
regard to the questions of how to deal with the Soviet Union, which has a 
“special relationship” with Japan, and when the Northern Territories issue 
will be resolved: taking a long-range view of Japanese-Soviet relations, 
one wonders whether the current distorted situation will have any after- 
effects or become an obstacle to the establishment of normal diplomatic 
relations. The competition over financing to the Soviet Union will 
probably continue to arouse feelings of uneasiness. 
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ECONOMIC 


TAX REVENUES FOR FISCAL 1982 EXCEED TARGET 
0WO71411 Tokyo KYODO in English 1204 GMT 7 Jul 83 


[Text] Tokyo, July 7 (KYODO)--The government's tax revenues for fiscal 1982 
ended in March this year exceeded its revised estimate of yen 30,478 billion 
(dollar 127.5 billion) by about yen 30 billion (dollar 125 million). 


This was reported Thursday by Setsuo Umezawa, director general of the 
Finance Ministry's tax bureau, when he was summoned by Prime Minister 
Yasuhiro Nakasone to explain the schedule of debate on the planned income 
tax cut by the tax system council, an advisory body to the prime minister, 
Finance Ministry sources said. 


It was earlier feared that tax revenues for the last fiscal year would fall 
short of the government's estimate for a third straight year. Fiscal 1981 
witnessed a shortfall of as much as about yen 2.88 trillion (dollar 12 
billion). 


At Thursday's meeting, Prime Minister Nakasone instructed Umezawa to 
"energetically" tackle the task of tax reduction, the sources said. 


Chief cabinet secretary Masaharu Gotoda, who was also present, asked the 
Finance Ministry official to go ahead with the announced policy of sub- 
mitting a tax cut plan to the Diet (parliament) by the end of the year. 


An ad hoc working group, set up by the tax system council, will start full- 
scale debate on the proposed income tax cut Friday. 


Umezawa told the prime minister that the council would work out a medium- 
term recommendation on the matter by November, the sources said. 


In this context, he also said the council will create another new working 
group for a wide-ranging study of taxes other than income tax. 


Observers pointed to the possibility that this body might explore possible 
hikes in other taxes to make up for the income tax cut. 


CSO: 4100/187 
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ECONOMIC 





MITI'S UNO PLEDGES COMMITMENT TO FREE TRADE 
0W130457 Tokyo KYODO in English 0253 GMT 13 Jul 83 


[Text] Tokyo, July 13 (KYODO)--International Trade and Industry Minister 
Sosuke Uno pledged Japan's commitment Wednesday to free trade despite 
rising imports which have hurt the petrochemical industry. 


“I am aware of the plight of the petrochemical and polyvinyl chloride [PVC] 
industries" as a result of growing imports, he told a group of 17 industry 
representatives during a breakfast meeting at a Tokyo hotel. 


"But the prevailing trend is for promotion of imports and Japan stands for 
open economy and free trade," the MITI minister stressed at the meeting, the 
latest in a series of talks with Japanese business leaders. 


Masaki Yoshida, chairman of the Association of Petrochemical Industries, 
complained that imports of petrochemical products on an ethylene basis 
have more than tripled to over 400,000 tons in 1982 since 1978. Japanese 
exports on the other hand have halved in the intervening period to 400,000 
tons, he added. 


The two oil shocks since late 1973 have caused an eightfold increase in 
prices of naphtha, explained Yoshida, president of Mitsubishi Petrochemical. 


He was joined by Saburo Onishi, chairman of the Japanese P.V.C. Association, 
in calling on the government to exempt imported naphtha from taxation 
permanently and ease the burden of stockpilings of crude and other fuel, 

a ministry official later told reporters. 


The mandatory stockpilings under a national scheme alone costs the indus- 
try 10 billion yen (41 million dollars) or half of the financial burdens 
shouldered by the entire Japanese industries, Yoshida claimed. 


Onishi, president of Nipon Zeon, said the P.V.C. industry, like its petro- 
chemical counterpart, has disposed of excessive facilities to deal with 
stagnant domestic demand and skyrocketing imports. 


Uno hailed such industry efforts and urged the inaustries to continue tech- 
nical innovation, the ministry official said. 
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BRIEFS 


OIL TAX CUT URGED--Tokyo, July 12 (KYODO)--Japan's most powerful business 
group has called on the government to reduce taxes on crude oil and imple- 
ment measures for effective development of new energy resources. In a 
written opinion, the Federation of Economic Organizations (Keidanren) 
Tuesday urged the government to review its energy policy in light of 
reduced energy demand, falling crude prices and swelling budget deficits. 
Specifically, the federation proposed an early cut in taxes on both crude 
and refined oil, saying taxation on such items is rare in foreign ccuntries. 
It also stressed the need to focus on priority projects by selecting from 
among various new energy development schemes being considered by the 
Ministry of International Trade and Industry (MITI), paying due attention 
to the serious state finances. [Text] [0W121233 Tokyo KYODO in English 
1128 GMT 12 Jul 83] 
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SCIENCE AND TECHNOLOGY 


NASDA TO LAUNCH CS-2b SATELLITE ON 6 AUGUST 
Tokyo JPE AVIATION REPORT-WEEKLY in English 9 Jun 83 p 10 


[Text ] 


The National Space Development Agency (NASDA) plans to 
launch the CS-2b, the second applications satellite for 
communications, with the llth N rocket on Aug. 6 after the 
first one put in a geostationary orbit earlier this year, 

The CS-2b will be placed in a geostationary orbit which will 
be 36,000 kilometers high over an equatorial point 136 degrees 


east longitude, 


NASDA also plans to launch the 13th TT-500A rocket on 
Aug. 13 to test manufacture composite materials, including 
carbon fiber reinforced metals, under zero gravity. The 
rocket will also be used for measuring infrared rays in the 
carbonic acid gas absorbing zone of the atmosphere. The 
measurement result will be utilized to improve the attitude 
control earth sensor foz a satellite which could be affected 
by changes in density of infrared rays in the zone, 
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SCIENCE AND TECHNOLOGY 


DOMESTIC APDSFS TO BE TESTED IN LATE FY 1983 
Tokyo JPE AVIATION REPORT-WEEKLY in English 29 Jun 83 p 8 


[Text] 


The JDA will start full-scale tests of the domestically 
developed APDSFS ammunition in late FY 1983 to decide whether 
to adopt the domestic APDSFS for the planned TK-X new main 
battle tank. The 120mm APDSFS has been under development 
by Asahi Chemical Industry Co. and its core by Mitsubishi 
Metal Corp. and Sumitomo Electric Industries, Ltd. 


Another type of ammunition, called HEATMP, is also being 
fabricated by Komatsu, Ltd. for the new main battle tank to 
be developed by FY 1988. 


Based on the results of tests of the APDSFS and HEAT*P, 
the JDA will decide whether to adopt a 120mm smooth-bore gun 
being developed by Japan Steel Works, Ltd. for the new tank, 
Another candidate for the gun has been proposed by Rheinmetall 
GmbH, which has also offered its APDSFS. 


The APDSFS is reputed as the main ammunition for advanced 
battle tanks of the world for the 1980s, featuring excellent 
armor penetration capability. The bullet flies with the 
attitude stabilized by four wings after being launched from 
a smooth-bore gun, 


Meanwhile, Daikin Kogyo is to start production of the 
105mm APDSFS for the existing Model 74 main battle tank under 
American license in the current fiscal year, The GSDF is 
expected to procure the 105mm APDSFS at an annual output of 
10,000 units, 
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SCIENCE AND TECHNOLOGY 


JDA HOPES FOR FY 1984 FUNDING FOR MICV DEVELOPMENT 
Tokyo JPE AVIATION REPORT-WEEKLY in English 29 Jun 83 pp 8, 9 


[Text]The JDA hopes that all funding for the full-scale develop- 
ment of the mechanized infantry combat vehicle (MICV) will 
be granted in FY 1984, along with additional funding for the 


development of the TK-X next-generation main battle tank and 
the scout/warning vehicle. The JDA's Technical R&D Institute 
(TR&EDI) plans to test fabricate four MICVs from FY 1984 to 
1985 at a cost of ¥4,000 million, so that the MICV could 
enter service with GSDF infantry units by FY 1988. 


The GSDF and TR&ADI initiated consideration of the MICV 
development under the FY 1972-76 Fourth Defense Buildup 
rogram, They conducted basic research on the turret system 
of the vehicle with ¥660 million authorized in FY 1980 and 
on the body with ¥1,070 million authorized in FY 1981. 


The planned MICV armed with the 35mm Swiss Oerlikon KDE 
yum is expected to outdo existing foreign vehicles of its 
kind, including European models armed with 20mm to 30mm guns 
and the Soviet model with a 76mm gun. 


As to the TK-X development program, the JDA will seek 
funds for fabrication of one test vehicle in its FY 1984 
budget request. The planned fabrication is the last part 
of the TK-X program's first phase launched in FY 1982, The 
second phase will involve test manufacture of four units. 
The new main battle tank's service entry certification is 
scheduled for FY 1988, 


The scout/warning vehicle development is to begin in the 
current fiscal year with fabrication of one test vehicle 
bacgeted, In the FY 1984 budget request, the JDA may seek 
funds for fabrication of another test vehicle. The new 
vehicle is expected to enter service by FY 1987. 


A contract for the scout/warning vehicle development 
will be awarded to Komatsu, Ltd. which has developed and 
mass-profuced the Model 82 command/communications vehicle 
using the same bocy as that planned for the new scout/warning 
vehicle, 
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SCIENCE AND TECHNOLOGY 


TRSDI TO FABRICATE ROCKET MOTOR FOR TAN—SAM 
Tokyo JPE AVIATION REPORT-WEEFLY in English 29 Jun 83 pp 9, 10 


[Text | 


The JDA TR&DI plans to fabricate a full-scale rocket 
motor fueled by a composite double-base (CDB) propellant for 
an improved version of the domestically-developed Model 81 
Tan-—SAM short-range surface-to-air missile from FY 1984 to 
1985 after basic research in FY 1982 and 1983. The CDB 
rocket motor produces no smoke, so that enemy aircraft will 
not be able to detect a launching site for the missile. The 
current Tan-SAM emits white smoke. 


Funds for the basic research on the rocket motor totaled 
¥48 million in FY 1982 and ¥120 million in FY 1983. The 
_&DI has commissioned Nissan Motor Co. to undertake the 
research, 


The TR&DI is also studying a small phased array radar 
homing system which will give the Tan-SAM the all-weather 
capability. The current Tan-SAM uses the infrared homing 
system which could fail to function normally in rain or fog. 


Toshiba Corp., which has developed the Model 81 Tan-SAM, 
has undertaken basic research on the phased array radar 
system with ¥113 million authorized in FY 1982 and ¥590 
million in FY 1983. This type of radar system has so far 
never been used for missile guidance anywhere in the world, 
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